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1. SUMMARY: DISCUSSIONS BETWEEN CALTEX AND GOI HAVE REACHED 
POSSIBLE CRITICAL STAGE. GOVERNMENT PUBLICLY COMMITTED TO 
CHANGE IN PROFIT SPLIT WHICH CALTEX SAYS WOULD CAUSE SUB- 
STANTIAL DROP IN INDONESIA'S OIL REVENUES. I AM SEEKING 
CLARIPICATION AND PLAN SUGGEST TO GOI THAT THEY RE-EXAMINE 
BASIS ON WHICH THEY ARE DEMADING CHANGE. END SUMMARY. 

2. 1 WAS VISITED PEBRUARY 12 BY FRED BOUCKE OF SOCAL AND 
ROBERT MCCALL OP TEXACO, CURRENTLY IN INDONESIA POR DIS- 
CUSSIONS WITH GOI ON LATEST DEMAND POR $I .00 ADDITIONAL IN 
TAKE PROM CALTEX, RETROACTIVE TO JANUARY 1, 1976. 

3. BOUCKE AND MCCALL SAID THEY HAD MET WITH MINISTER 
NATIONAL ECONOMY WIDJOJO AND HAD EXPLAINED CALTEX PROPOSAL 
POR ADDITIONAL OPE TAKE TOGETHER WITH CALTEX PREDICTION 
THAT ANY CHANGE IN PROPIT SPLIT WOULD MEAN LESS REVENUE 
POR INDONESIA. WIDJOJO TOLD THEM THAT POETICAL CON- 
SIDERATIONS NOW MADE IT DIPFICULT TO BACK OFF FROM 
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DEMAND FOR ADDITIONAL DOLLAR. PRESIDENT IN BUDGET SPEECH 
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AND, MOST RECENTLY MINISTER OE MINING SADLI ON EEB. 1 1 
BEFORE PAR IT, I AMENT HAD REFERED TO SUBSTANTIAL OIL COMPANY 
PROEITS AND HAD PUBLICLY PROMISED CHANGE IN PROEIT SPLIT. 

IN SUBSEQUENT MEETING WITH WIDJOJO, CALTEX INDONESIA 
PRESIDENT TAHIJA WAS TOLD DOOR IS STILL OPEN A LITTLE 
EOR POSSIBLE COMPROMISE BUT WIDJOJO DID NOT SUGGEST 
APPROACH. 

4. BOUCKE AND MCCALL PRESENTED TO PETROLEUM OEEICER AND 
ME CALTEX EXPLANATION OF NEED FOR ALRGER PROFIT SPLIT IN 
INDONESIA AND SAID "DIASTER” WOULD EOLLOW ANY INDONESIAN 
CHANGE IN CURRENT PROEIT SPLIT. MCCALL EXPLAINED THAT 
CALTEX WOULD REDUCE ITS OEE TAKE BY AS MUCH AS 61 MILLION 
BARRELS/YEAR, WOULD CEASE EURTHER EXPLORATION, THAT OTHER 
COMPANIES WOULD EOLLOW SUIT, AND THAT "THIS WOULD MEAN 
THE END OE INDONESIA'S OIL INDUSTRY." TWO REPS SAID 

THIS DECREASE IN PRODUCTION COULD COST INDONESIAN GOVERN- 
MENT BETWEEN $300 MILLION AND $600 MILLION IN REVENUES. 

5. WE REVIEWED EURTHER POLITICAL CIRCUMSTANCES, IN- 
CLUDING MAJOR IMPACT IN INDONESIAN THINKING OF MEMORANDUM 
BY IME STAEFER THAT SET EORTH SUBSTANTIAL DIEEERENCES IN 
RPEIT RATES BETWEEN INDONESIA AND GULE. WHATEVER EACTS 
WERE, THIS MEMORANDUM HAD BEEN WIDELY CIRCULATED AND 
REFERRED TO AND NOT REAL REBUTTAL HAD BEEN SIMILARLY 
PRESENTED. 

6. 1 TOLD BOUCKE AND MCCALL THAT I HEARD OIL 

COMPANIES PROMISE DIASTER ON MANY ACCOASIONS ONLY TO HAVE 
THEM LIVE WITH WHATEVER ULTIMATELY RESULTED IN CHANGED 
ARRANGEMENTS. I TRUSTED THEY WERE THOROUGHLY SERIOUS 
WHEN IN CONVERSATION WITH INDONESIAN THEY SPOKE OF 
DIRE CONSEQUENCES OE ANY CHAGE. IE NOT, THEIR 
CREDIBILITY AND OURS WOULD BE AT STAKE. THEY ASSURED ME 
THEY WERE. 

7. 1 SAID I WOULD BE PREPARED TO EXPLORE SEPARATELY 
WITH WIJARSO AND WIDJOJO WHETHER IN THIE VIEW ANY COM- 
PROMISE WAS POSSIBLE. BOUCKE AND MCCALL SUGGESTED IF 
APPOINTMENT WITH PRESIDENT COULD BE OBTAINED, THAT I 
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MIGHT ACCOMPANY THEM. I SAID I EELT I COULD BE MORE 
EEEECTIVE ACTING INDEPENDENTLY OE COMPANY REPRESENTATIVES. 

I SAID IT EELT IT MORE APPROPRIATE TO AVOID APPEARING TO 
ASSOCIATE MYSELF WITH COMPANY'S POSITION BUT IN SEPARATE 
CONVERSATIONS TO MAKE POINT THAT HERE SEEMED TO BE SERIOUS 
DISCREPANCY BETWEEN COMAPNY ANALYSIS OF ITS PROFIT SITUATION 
AND THAT OF GOVERNMENT OE INDONESIA. IN MATTER AS 
CRITICAL AS THIS TO EUTURE OE COUNTRY, I WOUDL SUGGEST 
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THAT INDONESI SHOULD TAKE EURTHER LOOK AT BASIS FOR THEIR 
CURRENT DEMANDS, SINCE PRESENT DEMANDS BASED ON THREE- 
PAGE MEMORANDUM BY IMF EXPERT, GOI MIGHT WISH THIRD PARTY 
SUCH AS IMF ITSELF OR IBRD TO MAKE FURTHER ANALYSIS OE 
SITUATION SINCE BOTH AGENCIES HAVE SUCH MAJOR STAKES IN 
INDONESIA. THEY AGREED THAT THIS MIGHT BE USEFUL APPROACH. 

8 I HAVE ALREADY REQUESTED APPOINTMENTS WITH BOTH WUARSO 
AND WIDJOJO AND WILL, UNLESS DEPARTMENT PRECEIVES OBJECTIONS, 
FOLLOW APPROACH ABOVE. 

9. COMMENT: GOI, APPARENTLY ON BASIS OE MEMORANDUM EROM 
EXPERT SUPPLIED TO THEM BY IMF, HAS PAINTED ITSELF INTO 
CORNER. SO FAR AS WE KNOW, MEMORANDUM HAS NO STANDING 
WITH IMF AND ALL EXPERTS, INCLUDING WUARSO, WHO HAVE 
EXAMINED IT ACKNOWLEDGE THAT AT BEST IT IS INCOMPLETE. 

GIVEN TREMENDOUD ISSUES AT STKE, IT WOULD BE TRAGIC IF 
GOI MOVED WITHOUR FURTHER ANALYSIS, THEY WILL OBVIOUSLY 
NOT ACCEPT COMPANY'S ASSESSMENT AS BEING OBJECTIVE, IN 
SUCH CASE, BEST COURSE WOULD SEEM TO BE FOR THEM TO TURN 
TO SOMEONE LIKE BERNIE BELL OF IBRD WHO KNOWS THEIR 
ECONOMY AND WHO REPRESENTS BANK WHICH HAS MAJOR INTEREST 
IN SUCCESS OF INDONESIA'S DEVELOPMENT. HOPEEULLY THIS 
APPROACH MIGHT ENABLE GOVERNEMNT TO MEET POLITICAL PROBLEM 
BY ANNOUNCING THAT IT WAS SUBMITTING ALTERNATIVE APPROACHES 
FOR EXPERT REVIEW IN ORDER TO INSURE MAXIMUM OF BENEFIT 
TO INDONESIA. 

10 IN SEPARATE FOLLOWING TELEGRAM, EMBASSY IS PRESENTING 
CALTEX ANALYSIS FOR INFORMATION AND COMMENT BY DEPARTMENT. 
IF SITUATION IS AS CRITICAL AS CALTEX SUGGESTS, ACTIVITY 
ON OUR PART SEEMS DESIRABLE BUT I WOULD LIKE TO BE 
ABSOLUTELY SURE THAT CALTEX ANALYSIS IS CORRECT. 
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